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i* As a ffeneral eoBwent, the pricing policy ggaap to be adhering to 
tlie principle of bolding unit costa to an absolute alaisan and in acne 
instance* prices arc below true costa. For example, under insert A, par. . 
(l)(a) proposes that transportation and bundling coots not be included in 
the cost. *a*y not! Bow are these true costs to be funSS&v m the sene 
insert, para (b)(2) proposes that unit prices be based upon the actual 
costs cwf acquiring the material but it should be and* clear that the unit, 
price sh o ul d be adjusted upward to cower say units that are scrapped upon 
receiving inspection. 

2. iMo pricing principle, ewa if Modified to meet all actual costs 
■soea not provide sufficient funds to allow the Bulk stock rrocur ament Fu nd 
to operate as a revolving: fund. Without a prise mark-up there la no funa- 
ing provision for loss erne to obsolescence, breakage, theft, spoilage, pi le® 
increases, etc. Ihe 'store keepers" for aost of the balk stock operatioe.s 
«« within the m/a, therefore, premaaebly the burOan of meeting the inevi- 
table deficit would be with the DD/S. vkia shears ww aefehti- 

iag the total Agency budget. 

3- ha considering why this loss factor for obsolescence., etc., has 
not been a major problem heretofore, the answer is that "savings* have been 
need to maint ain Agency stock procurement expenditures at a level consider- 
ably higher then the actual consumption rate. If "sawings" dry up a® they 
could under the tighter funds program, the stock accounts may find them- 
selves in real trouble within the next year or bo. Consideration should be 
sow to u sing & 10 percent - 15 percent mark-up to cover the loss fac- 
tors inherent in an operations of this type. 

>* A specific e nranen t on the subject is an ejection to the proposed 
insert B. fids appears tanteraount to allowing a «*»r> to be the Judge ta Ms 
own case, m the case of <K»rtndaations items, there is a worldwide progren 
nordtored at iteadquarters and ecraaudcutians Area Chiefs are not permitted 
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unlimited freedom for types and quantities of equipment installed In their 
radio stations. There are reasons, such as training of personnel in the 
proper equipment, maintenance and spare parts problems and the planning for 
equipment compatibility that underlie the establishment of the existing 
controls. 
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